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INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of the
Charter Township of Niles, Michigan

We have audited the accompanying financial statements of the governmenta activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the Charter
Township of Niles, Michigan, as of and for the year ended December 31, 2011, which collectively
comprise the Township’s basic financia statements as listed in thetable of contents. These financia
statements are the responsibility of the Charter Township of Niles’smanagement. Our responsibility
IS to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financid audits contained in Government Auditing Standards, issued by the
Comptroller Genera of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the basic financiad statements are free of materia
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financia statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evauating the overall financia
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in al materia respects, the
respective financid postion of the governmentd activities, the business-type activities, each mgjor
fund, and the aggregate remaining fund information of the Charter Township of Niles, Michigan, as
of December 31, 2011, and the respective changes in financial position and, where applicable, cash
flows thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America

In accordance with Government Auditing Standards, we have also issued our report dated May 2,
2012, on our consideration of the Charter Township of Niles, Michigan’s interna control over
financia reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financia reporting and compliance and the results of that
testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integra part of an audit performed in accordance with Government
Auditing Standards and should be considered in conjunction with this report in considering the
results of our audit.

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Andysis, Schedule of Funding Progress, and budgetary comparison
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information as listed in the table of contents be presented to supplement the basic financial
statements. Such information, athough not a part of the basic financid statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Charter Township of Niles’s financial statements as a whole. The
combining and individual nonmgor fund financial statements are presented for purposes of
additional analysis and are not a required part of the financial statements. The combining and
individual nonmajor fund financial statements are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the
financid statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financia statements themsalves, and other additiona procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in al materid respects in relation to the financid statements
as awhole.

M”M
Gabridge & Company, PLC

Grand Rapids, Ml
May 2, 2012



Management's Discussion and Anayss

The following discussion and analysis is intended as a narrative overview of the Charter
Township of Niles, Michigan's operations over the fiscal year and its financial condition on
December 31, 2011. Please read it in conjunction with the Township’s financial statements.

Financial highlights
e The Township's total net assets increased $186,329 as a result of this year’s operations.
e Of the $20,479,730 total net assets reported, $6,521,246 is unrestricted.
e The Genera Fund'sunassigned fund balance at the end of the fiscal year was $2,687,665
Overview of the financial statements

This discussion and analysis introduces the Township’s basic financial statements that follow
this section. These financial statements are presented to comply with Governmental Accounting
Standards Board Statement 34 (GASB 34). The Township’s basic financial statements are
comprised of four parts; Management’s Discussion and Analyss, the basic financia statements,
required supplementary information, and an optional section that presents combining statements
for nonmajor governmental funds. The basic financia statements include two kinds of statements
that present different views of the Township:

e The first two statements are government-wide financial statements that provide both
long-term and short-term information about the Township's overadl financid status.

e The remaining statements are fund financial statements that focus on individua parts of
the Township’s government, reporting the Township’'s operations in more detail than the
government -wide financial statements.

o0 Governmental funds statements explain how genera government services, such as
public works and public safety, were financed in the short-term, as well as what
remains for future spending.

0 Proprietary funds statements offer short and long-term financia information about
the activities the government operates like a business. The Township has three
proprietary funds to account for its sewer and water operations, and the allocation
of sdf-insurance costs to the Township’s funds.

o Fiduciary funds statements show the changes in assets held for others, including
employee pensions.

The financia statements also include notes that explain some of the information in the financia
statements and provide more detailed data. The financial statements are followed by a section of
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required supplementary information that further explains and supports the information in the
financid statements.

Government -wide statements

The government-wide financial statements report information about the Township as a whole
using accounting methods similar to those used by private-sector companies. The Statement of
Net Assats and the Statement of Activities include al of the Township's assets and liabilities. All
of the current year’s revenues and expenses are accounted for in the Statement of Activities,
regardless of when cash is received or paid.

The two government-wide statements report the Township’s net assets and how they have
changed. Net assets (the difference between the Township’s assets and liabilities) is one way to
measure the Township’s financial hedlth, or position.

e Over time, increases or decreases in the Township’s net assets are an indicator of whether
its financia hedlth is improving or deteriorating, respectively.

e To assess the overall health of the Township, one needs to consider additional
nonfinancial factors, such as changes in the Township’s property tax base and the
condition of the Township's infrastructure.

The government-wide financial statements of the Township are divided into two categories:

e Governmenta activities - These activities include functions most commonly associated
with government (for example, general government, public safety, public works).
Property taxes, assessments, and intergovernmental revenues generally fund these
services.

e Business-type activities - The Township charges fees to customers to help it cover the
costs of operating the water and sewer operations.

Fund financial statements
The fund financial statements provide more detailed information about the Township’s most
significant funds - not the Township as a whole. Funds are accounting devices that the Township
uses to keep track of specific sources of funding and spending for particular purposes.

e Some funds are required by state law.

e The Township Board establishes other funds to control and manage money for particular
purposes or to show that it is properly using certain taxes and other revenues.



The Township has three kinds of funds:

e Governmental funds. Most of the Township’'s basic services are included in its
governmental funds, which focus on (1) how cash, and other financial assets that can be
readily converted to cash, flows in and out, and (2) the balances |eft at year end that are
available for spending. Consequently, the governmental funds statements provide a
detailed short-term view that helps determine whether there are more or fewer financial
resources that can be spent in the near future to finance the Township’s programs.
Because this information does not encompass the additional long-term focus of the
government -wide statements, we provide additional information that explains the
relationship between them.

e Proprietary funds. Services for which the Township charges customers a fee are generally
reported in proprietary funds. Proprietary funds, like the government-wide statements,
provide both long- and short-term financial information.

e Fiduciary funds. These funds are used to account for the collection and disbursement of
resources for the benefit of employees and other entities outside the Township, The
Township is responsible for ensuring that the assets reported in these funds are used for
their intended purpose.

Financial analysis of the Township as a whole

Net assets. Total net assets at the end of the fiscal year were $20,479,370. Of this total,
$12,499,698 is invested in capital assets and $1,458,426 is restricted. The remaining $6,521,246
component of net assets is unrestricted.

Charter Township of Niles
Net Assets as of December 31, 2011 and December 31, 2010

Governmental Business-type Total
Activities Activities Government
2011 2010 2011 2010 2011 2010
Current and Other Assets $ 5448234 $ 5284400 $ 4342069 $ 4847500 $ 9,790,303  $10,131,900
Capital Assets 2,587,819 2,653,100 11,206,879 10,897,800 13,794,698 13,550,900

Total Assets 8,036,053 7,937,500 15,548,948 15,745,300 23,585,001 23,682,800
Current Liabilities 1,668,103 1,828,400 245116 150,200 1,913,219 1,978,600
Long-term Liabilities 22412 - 1,170,000 1,411,200 1,192,412 1,411,200

Tota Liabilities 1,690,515 1,828,400 1,415,116 1,561,400 3,105,631 3,389,800
Invested in Capitd Assets,

Net of Related Debt 2,587,819 2,653,100 9,911,879 9,486,600 12,499,698 12,139,700
Restricted 579,621 512,800 879,165 990,400 1,458,786 1,503,200
Unrestricted 3,178,458 2,943,200 3,342,788 3,706,900 6,521,246 6,650,100

Total Net Assets $ 6345898 $ 6109100 $14,133832 $14183900 $20479,730  $20,293,000




Changes in net assets. The Township's total revenues are $4,895,676. $696,118 (14 percent)
came from taxes, $1,027,413 (21 percent) was from state sources, and $3,069,030 (63 percent)
were derived from charges for services, including utility charges and assessments.

The total cost of al the Townships programs totaled $4,709,347 . $2,021,963 (43 percent) of the
Township’s costs relates to the provision of public safety, $1,947,000 (41 percent) to public
works and utilities, and $518,345 (11 percent) was spent for genera government services.

Charter Township of Niles
Change in Net Assets for Fisca Year EndedDecember 31, 2011 and December 31, 2010

Governmental Business-Type Total
Activities Activities Government
2011 2010 2011 2010 2011 2010

Revenue

Program Revenues
Charges for Services $ 1,344,742 $ 1463700 $ 1,724,288 $ 1618200 $ 3,069,030 $ 3,081,900
Operating Grants & Contributions 2,525 16,300 - - 2,525 16,300
Capitd Grants & Contributions - 81,400 - - - 81,400
Total Progran Revenues 1,347,267 1,561,400 1,724,288 1,618,200 3,071,555 3,179,600
General Revenues

Property Taxes & Assessments 696,118 672,200 - - 696,118 672,200
State Revenue Sharing 1,027,413 854,500 - - 1,027,413 854,500
Franchise Fees 37,203 66,500 - - 37,203 66,500
Investment Income 21,877 28,800 41,510 35,600 63,387 64,400
Total Genera Revenues 1,782,611 1,622,000 41,510 35,600 1,824,121 1,657,600
Total Revenues 3,129,878 3,183,400 1,765,798 1,653,800 4,895,676 4,837,200
Expenses

Legidative 81,186 41,600 - - 81,186 41,600
General Government 518,345 514,000 - - 518,345 514,000
Public Safety 2,021,963 2,036,100 - - 2,021,963 2,036,100
Public Works 131,157 108,000 1,708,644 1,628,500 1,839,801 1,736,500
Recreation & Culture 61,342 88,900 - - 61,342 88,900
Community & Economic Developmen 79,511 63,200 - - 79,511 63,200
Interest on Debt - - 107,199 88,300 107,199 83,300

Total Expenses 2,893,504 2,851,800 1,815,843 1,716,800 4,709,347 4,568,600
Increase / Decrease in

Net Assets 236,374 331,600 (50,045) (63,000) 186,329 268,600
Beginning Net Assets 6,109,241 5,777,641 14,183,800 14,246,800 20,293,041 20,024,441
Ending Net Assets $ 6,345,615 $ 6,109,241  $14,133,755 $ 14,183,800 $20479,370  $ 20,293,041

Governmental activities. Governmental activities increased the Township’s net assets by
$236,374 this year. Property taxes increased due to changes in taxable property values, and the
Township received increased state revenue sharing because of an increase in population since the
2000 census. There were small increases in several different types of service charges. Categories



of expenses were similar to last year, with slight changes in public safety, public works, and
generad government costs.

The cost of al governmental activities this year was $2,893,504. After subtracting the direct
charges to those who directly benefited from the programs $1,344,742 and operating and capita
grants $2,525, the “public benefit” portion covered by taxes, state revenue sharing, and other
genera revenues was $1,546,237 .

Business-type activities. The Township’s business-type activities had $14,133,832 in net assets
at the end of the year, most of which $9,911,879 was invested in capital assets. The net assets of
the business-type activities decreased by $50,045 during the year. Increasing contractual costs
and higher billings for services resulted in a smaller decrease in net assets compared to the prior
year.

Financial analysis of the Township’s funds

At December 31, 2011, the Township's governmental funds reported a combined fund balance of
$3,724,909.

Revenues in the General Fund for 2011 exceeded expenditures by $160,441, The ending fund
balance totaled $3,233,181, of which $21,136 is nonspendable for prepaid costs and $524,380 is
committed for a long-term intra-fund loan, leaving an unrestricted fund balance of $2,687,665 at
year end.

The fund balance in the Fire Operating Fund decreased by $7,329, as expenditures exceeded
assessments. The fund balance at the end of 2011 was $387,717.

The fund deficit in the Fire Equipment Fund decreased by $203,924, as assessments exceeded
expenditures for the year. The cumulative deficit is $210,441 at the end of 2011.

The combined fund balances for al other governmenta funds decreased by $78,384 and totaled
approximately $314,452 at the end of 2011.

The Sewer and Water funds experienced operating losses of $1,358 and $39,745, respectively,
reflecting primarily the portion of depreciation expense not covered by customer charges. Sewer
and Water operating revenues increased dlightly. In total, Sewer Fund net assets increased by
$10,852, while the Water Fund net assets decreased by $60,897.

General Fund budgetary highlights
There was no change in total appropriations between the origina and final General Fund budget
adopted by the Township Board. Budget amendments within and among categories were

nomina and were made to reflect anticipated 2011 expenditures.

Revenue totals, including state grants and restricted contributions, were $54,965 more than
budgeted. Also, transfers in from other funds were $342,704 more than budgeted. Lastly, total



expenditures were $105,476 less than budget. Overdl, the General Fund had a favorable budget
variance of $503,145 for the year.

Capital assets and debt administration
Capital assets

Through December 31, 2011, the Township had invested $13,794,698, net of depreciation, in
various capital assets, including its land, buildings, equipment, and sewer and water systems.
The Township also added $631,858 in sewer system assets during 2011. More detailed
information about the Township’s capital assets is presented in Note 5 of the basic financial
statements.

Long-term debt

As described in Note 9 to the financia statements, the Township had $1,295,000 in Water Fund
bonds outstanding at the end of 2011. No new debt was issued during the year. Other long-term
obligations consisted of a$22,412 liability for compensated absences.

Economic condition and outlook

About $2 million of revenues are expected to be available for appropriation in the Genera Fund.
Expenditures are expected to change by small amounts compared to 2011. The Township
continues to review al budget line items for opportunities to reduce expenditures when possible.
The budget will be monitored during the year to identify any necessary amendments. In 2012,
the Township plans again to use current revenues to provide essential services and to maintain
the Township’s financia reserves at smilar levels. Property tax revenues are expected to change
minimally reflecting fairly stable property values. The ongoing costs of providing essential
services for the citizens of the Township will again need to be monitored in order to maintain the
financid condition of the Township.

Contacting the Township’s financial management

This financia report is designed to provide a general overview of the Township’s finances to its
citizens, customers, investors, and creditors and to demonstrate the Township’s accountability
for the resources it receives. Questions regarding any information provided in this report or
requests for additional financia information should be addressed to:

James Kidwell, Supervisor
Phone: (269) 684-0870
Charter Township of Niles
320 Bell Road

Niles, M| 49120



Charter Township of Niles
Statement of Net Assets
December 31, 2011

Primary Government

Governmental Businesstype
Activities Activities Total
ASSETS
Current Assets
Cash and Cash Equivaents 2,316,657 $ 2425088 $ 4,741,745
Investments 1,245,114 407,826 1,652,940
Taxes Receivable 904,587 - 904,587
Receivables, Net 206,692 643,495 850,187
Intergovernmental Receivables 721,579 75,136 796,715
Prepaid Expenses 53,605 10,331 63,936
Total Current Assets 5,448,234 3,561,876 9,010,110
Noncurrent Assets
Receivables, Noncurrent - 749,924 749,924
Deferred Charges - 30,269 30,269
Capital Assets, Net 2,587,819 11,206,879 13,794,698
Total Assets 8,036,053 15,548,948 23,585,001
LIABILITIES
Current Liabilities
Accounts Payable 25,802 114,521 140,323
Accrued Payroll 7,797 3,926 11,723
Accrued Interest -- 8,989 8,989
Deferred Revenue 1,627,184 -- 1,627,184
Current Portion of Long-term Debt -- 125,000 125,000
Internal Balances 7,320 (7,320) --
Total Current Liabilities 1,668,103 245,116 1,913,219
Noncurrent Liabilities
Notes Payable - 1,170,000 1,170,000
Compensated Absences, Long-term 22,412 - 22,412
Total Liabilities 1,690,515 1,415,116 3,105,631
NET ASSETS
Invested in Fixed Assets, Net of Related Debt 2,587,819 9,911,879 12,499,698
Restricted for:
Cemetery 5,751 - 5,751
Public Safety 387,717 - 387,717
Public Works 185,793 -- 185,793
Debt Service - 879,165 879,165
Unrestricted 3,178,458 3,342,788 6,521,246
Total Net Assets 6,345538 $ 14133832 $ 20,479,370

The Notes to the Financial Statements are an integral part of these Financid Statements
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Charter Township of Niles
Statement of Activities
For the Year Ended December 31, 2011

Program Revenues

Net (Expense) Revenue

Operating Capital Grants Primary Government
Charges for Grants and and Governmental Business-type
Functiong/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary Government
Governmental Activities:
Legidative $ 81,186 $ - 8 - $ - % (8L186) $ - $ (81,186)
Generd  Government 518,345 55,506 - - (462,839) - (462,839)
Public Safety 2,021,963 1,198,479 2,525 - (820,959) - (820,959)
Culturad and Recregtion 61,342 2,600 -- -- (58,742) -- (58,742)
Public Works 131,157 88,157 - -- (43,000) - (43,000)
Community / Economic Development 79,511 -- -- -- (79,511) -- (79,511)
Total Governmental Activities 2,893,504 1,344,742 2,525 -- (1,546,237) -- (1,546,237)
Businesstype Activities:
Sewer 1,508,867 1,507,509 - - - (1,358) (1,358)
Water 306,976 216,779 - -- -- (90,197) (90,197)
Total Business-type Activities 1,815,843 1,724,288 -- -- -- (91,555) (91,555)
Total Primary Government $ 4709347 $ 3,069030 $ 2525 $ - $ (1,546237) % (91,555) % (1,637,792)
General Purpose Revenues and Tranders:
Revenues
Taxes and Pendlties 696,118 - 696,118
State Sources 1,027,413 - 1,027,413
Other Revenue 37,203 -- 37,203
Interest Income 21,877 41,510 63,387
Trandfers -- -- --
Total General Revenues and Transfers 1,782,611 41,510 1,824,121
Change in Net Assets 236,374 (50,045) 186,329
Net Assets at Beginning of Period 6,109,164 14,183,877 20,293,041
Net Assets at End of Period $ 6,345538 $ 14133832 $ 20,479,370

The Notes to the Financia Statements are an integral part of these Financia Statements
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Charter Township of Niles

Balance Sheet

Governmental Funds
December 31, 2011

Special Revenue

Other Total
Governmental Governmental
General Fire Operating Fire Equipment Funds Funds
ASSETS
Cash and Cash Equivdents $ 1,229,236 394540 $ 313,914 316,349 2,254,039
Investments 1245114 - - - 1,245,114
Taxes Recevable 433,070 324,011 147,506 - 904,587
Receivables, Net 188,758 - - 17,934 206,692
Intergovernmental  Receivables 271,374 331,618 103,648 14,939 721,579
Prepaid Expenses 21,136 = - - 21,136
Due from Other Funds 539,323 14,857 -- -- 554,180
Total Assets $ 3,928,011 1065026 $ 565,068 349,222 5,907,327
LIABILITIES
Accounts Payable $ 15,680 5480 $ - 364 21,524
Accrued Payroll 5,697 2,100 - - 7,797
Deferred Revenue 673,453 669,729 251,129 32,873 1,627,184
Due to Other Funds -- -- 524,380 1,533 525,913
Total Liabilities 694,830 677,309 775,509 34,770 2,182,418
FUND BALANCE
Nonspendable 21,136 -- -- -- 21,136
Committed 524,380 - - - 524,380
Assigned - 387,717 (210,441) 314,452 491,728
Unassigned 2,687,665 -- -- -- 2,687,665
Total Fund Balance 3,233,181 387,717 (210,441) 314,452 3,724,909
Total Liabilities and Fund Balance $ 3,928,011 1,065,026 $ 565,068 349,222 5,907,327

The Notes to the Financid Statements are an integral part of these Financia Statements
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Charter Township of Niles
Reconciliation of Governmental Funds Balance Sheet to the Statement of Net Assets
December 31, 2011

Total Fund Balance - Governmental Funds $ 3,724,909

Net Assets of internal service funds that are treated as proprietary in the fund level statements
are treated as governmenta in the entity-wide statements 22,753

Genera government capital assets of $4,750,137, net of accumulated depreciation of

$2,162,318, are not financial resources and, accordingly, are not reported in the funds 2,587,819
Compensated absences are not due and payable in the current period and, therefore, are not

reported in the funds (22,412)
Prepaid items are not current financial resources and, therefore, are not included in the funds 32,469
Total Net AssetsGovernmental Funds $ 6,345,538

The Notes to the Financial Statements are an integral part of these Financid Statements
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Revenues
Taxes and Penalties
Licenses and Permits
State Sources
Charges for Services
Fines and Forfeitures
Other Revenue
Interest Income
Total Revenues
Expenditures
Legidative
General Government
Public Safety
Public Works
Community / Economic Development
Cultura and Recreation
Debt Service - Interest
Capital Outlay
Total Expenditures
Excess of Revenues Over
(Under) Expenditures
Other Financing Sources (Uses)
Transfers from Other Funds
Transfers to Other Funds
Net Other Financing Sources (Uses)
Net Change in Fund Balance
Fund Balance at Beginning of Period
Fund Balance at End of Period

Charter Township of Niles

Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds

For the Year Ended December 31, 2011

Special Revenue

Other Total
Governmental Governmental

General Fire Operating Fire Equipment Funds Funds
696,118 799,668 - 1,745,188
150,905 -- - 150,905
1,027,413 - - 1,027,413
51,534 57,156 -- 108,690
13,247 - - 13,247
6,922 = 32,881 39,803
39,581 10,299 1,208 51,948
1,985,720 867,123 34,089 3,137,194
81,186 - - 81,186
497,524 - 562 498,950
1,022,187 874,452 - 1,896,639
83,968 = 41,065 125,033
79,259 -- - 79,259
50,341 - - 50,341
-- -- -- 30,071
10,814 -- 70,846 97,063
1,825,279 874,452 112,473 2,858,542
160,441 (7,329) (78,384) 278,652
342,704 - 59,529 402,233
-- -- (402,233) (402,233)
342,704 -- (342,704) --
503,145 (7,329) (421,088) 278,652
2,730,036 395,046 735,540 3,446,257
3,233,181 387,717 314,452 3,724,909

The Notes to the Financid Statements are an integral part of these Financia Statements
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Charter Township of Niles
Reconciliation of Governmental Funds Statement of Revenues, Expenditures, and
Changes in Fund Balance with Statement of Activities
For the Year Ended December 31, 2011

Total Net Change in Fund Baances - Governmental Funds $ 278,652

Changes in net assets of interna service funds that are treated as enterprise fund changes in net
assets in the fund level statements are treated as governmental fund changes in net assets in the
entity-wide statements 22,753

Governmental funds report capital outlay as expenditures;, however, in the Statement of

Activities, the cost of those assets is alocated over the estimated useful lives as depreciation

expense. This is the amount by which depreciation expense of $162,351 is in excess of capita

outlay expenditures of $97,063 (65,288)

Compensated absences are expensed in the Statement of Activities when incurred. However,
if they are not to be paid using current financial resources, they are not recorded in the fund
statements.  This represents the change in compensated absences for the year (412

Prepaid expenses are expensed in the Statement of Activities when incurred. However, if they
are not to be consumed as a current financial resource, they are not recorded in the fund
statements.  This represents the change in prepaid expenses for the year 669

Changes in Net Assets-Governmental Funds $ 236,374

The Notes to the Financial Statements are an integral part of these Financid Statements
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ASSETS
Current Assets
Cash and Cash Equivaents
Investments
Receivables, Net
Intergovernmental  Receivables
Prepaid Expenses
Due from Other Funds
Total Current Assets
Noncurrent Assets
Receivables, Noncurrent
Deferred Charges
Capital Assets, Net
Total Assets
LIABILITIES
Current Liabilities
Accounts Payable
Accrued Payroll
Accrued Interest

Current Portion of Long-term Debt

Due to Other Funds
Total Current Liabilities
Noncurrent Liabilities
Notes Payable
Total Liabilities
NET ASSETS

Invested in Fixed Assets, Net of Related Debt

Restricted for:
Debt Service
Unrestricted
Total Net Assets

The Notes to the Financia Statements are an integral part of these Financid Statements
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Charter Township of Niles
Statement of Net Assets
Proprietary Funds
December 31, 2011

Businesstype Activities - Enterprise Funds Governmental
Activities
Total Enterprise Internal Service
Sewer Water Funds Fund

$ 1529539 $ 895549 ¢ 2,425,088 ¢ 62,618
407,826 -- 407,826 --
468,971 174,524 643,495 --
67,662 7474 75,136 --
9,231 1,100 10,331 --
449,269 578 449,847 --
2,932,498 1,079,225 4,011,723 62,618
-- 749,924 749,924 --
-- 30,269 30,269 --
8,089,141 3,117,738 11,206,879 --
11,021,639 4,977,156 15,998,795 62,618
97,485 17,036 114,521 4,278
3,926 -- 3,926 --
-- 8,989 8,989 --
- 125,000 125,000 -
-- 442 527 442 527 35,587
101,411 593,552 694,963 39,865
-- 1,170,000 1,170,000 --
101,411 1,763,552 1,864,963 39,865
8,089,141 1,822,738 9,911,879 --
-- 879,165 879,165 --
2,831,087 511,701 3,342,788 22,753
$ 10,920,228 $ 3213604 % 14133832 $ 22,753




Charter Township of Niles
Statement of Revenues, Expenses, and Changes in Net Assets

Proprietary Funds

For the Year Ended December 31, 2011

Operating Revenues
Charges for Services
Other Revenue
Total Operating Revenues
Operating Expenses
Generd Government
Benefits Expenses
Contracted Services
Personnel Costs
Operations and Supplies
Depreciation
Total Operating Expenses
Operating Income (Loss)
Non-Operating Revenues (Expenses)
Interest Income
Interest Expense
Net Non-Operating Revenues (Expenses)
Income Before Contributions and Transfers
Transfers from Other Funds
Transfers to Other Funds
Change In Net Assets
Net Assets at Beginning of Period
Net Assets at End of Period

Business-type Activities - Enterprise Funds Governmental
Activities
Total Enterprise Internal Service
Sewer Water Funds Fund

$ 1477531 $ 157,602 1,635,133 358,912
29,978 2,430 32,408 -
1,507,509 160,032 1,667,541 358,912
- - - 2
- - - 336,157
908,945 35,957 944,902 -
290,914 38,641 329,555 -
72,624 29,887 102,511 -
236,384 95,292 331,676 -
1,508,867 199,777 1,708,644 336,159
(1,358) (39,745) (41,103) 22,753
12,210 86,047 98,257 -
- (107,199) (107,199) --
12,210 (21,152) (8,942) -
10,852 (60,897) (50,045) 22,753
10,852 (60,897) (50,045) 22,753
10,909,376 3,274,501 14,183,877 -
$ 10,920,228 $ 3,213,604 14,133,832 $ 22,753

The Notes to the Financiad Statements are an integral part of these Financia Statements
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Charter Township of Niles
Statement of Cash Flows
Proprietary Funds
For the Year Ended December 31, 2011

Business type Activities Governmental
Enterprise Funds Activities
Tota )
Enterprise Internal Service
Sawer Water Funds Fund

Cash Flows From Operating Activities

Receipts From Customers $ 1477531 $ 168,060 $ 1645591 $ 358,912
Payments to Vendors & Suppliers (981,569) (65,844) (1,047,413) -
Payments to Employees (290,914) (38,641) (329,555) -
Payments of Hedthcare Claims - - - (336,159)
Net Cash Provided by Operating Activities 205,048 63,575 268,623 22,753
Cash Flows From Non-capital
Financing Activities
Increase (Decrease) in Interfund Balances 320,375 - 320,375 -
Cash Flows From Capitd & Related
Financing Activities
Collections on Specia Assessments - 159,541 159,541 -
Acquisition of Capital Assets (631,858) (8,896) (640,754) -
Payment on Long-term Debt - (125,000) (125,000) -
Interest Paid - (107,199) (107,199) -
Net Cash Used in Capitd & Related Financing Activities (631,858) (81,554) (713,412) -
Cash Flows From Investing Activities
Sale of Investments - 200,025 - -
Interest & Dividends 29,978 2,430 32,408 (10)
Net Cash Provided by (Used in) Investing Activities 29,978 202,455 32,408 (10)
Net Increase (Decrease) in Cash (76,457) 184,476 (92,006) 22,743
Cash - Beginning 1,922,077 711,073 2,633,150 39,875
Cash - Ending $ 1,529,539 $ 895,549 $ 2541144 $ 62,618

The Notes to the Financial Statements are an integral part of these Financial Statements.
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Charter Township of Niles
Statement of Cash Flows
Proprietary Funds
For the Year Ended December 31, 2011

Business type Activities Governmental
Enterprise Funds Activities
Tota
Enterprise Internd Service
Sewer Water Funds Fund
Reconciliation of Operating Income (L0ss) to
Net Cash Provided (Used) by Operating Activities
Operating Income $ 1,358) $ (39,745) % (41,103) % 22,753
Adjustments to Reconcile Operating Income to Net Cash
Provided (Used) by Operating Activities
Depreciation and Amortization Expense 236,384 95,292 331,676 -
Changes in Assets & Liabilities
Receivables, Net (37,375) (16,038) (53413) -
Prepaid Expenses 569 (100) 469 -
Accounts Payable 20,580 15,075 35,655 -
Accrued and Other Liabilities (13,752 9,091 (4,661) -
Net Cash Provided by Operating Activities $ 205,048 $ 63,575 $ 268,623 $ 22,753

The Notes to the Financial Statements are an integral part of these Financial Statements.
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Charter Township of Niles
Statement of Fiduciary Net Assets
Fiduciary Funds
December 31, 2011

Pension and Benefit Trust Agency
Retirement
Sysem Fund- Police & Fire Reclamation Current Tax Purdy Cemetary
General Retirement Fund Imprest Payrall Fund Trust & Agency Collection Trust
ASSETS
Cash and Cash Equivalents $ - $ 120000 $ 975 4851 $ 6,176 980,596 $ 5,751
Investments 1,182,330 3,281,499 - 81,084 - - -
Accrued Interest -- 12,882 - -- -- -- --
Total Assets 1,182,330 3,414,381 975 85,935 6,176 980,596 5,751
LIABILITIES
Due to Other Governments -- -- 975 85,935 6,176 980,596 5,751
Total Liabilities - - 975 85,935 6,176 980,596 5,751
NET ASSETS
Held in Trust $ 1182330 $ 3414381 $ -- - $ -~ - $ -~

The Notes to the Financiad Statements are an integral part of these Financiad Statements
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Charter Township of Niles

Statement of Changes in Fiduciary Net Assets

Fiduciary Funds

For the Year Ended December 31, 2011

General
Government Police and Fire
Pension Plan Pension Plan Totals
Additions
Contributions;
Employer $ 49,428 $ 99,758 $ 149,186
Participants 33,113 31,834 64,947
Total Contributions 82,541 131,592 214,133
Investment Return (4,674) 47,564 42,890
Total Additions 77,867 179,156 257,023
Deductions
Benefits Paid 9,684 354,231 363,915
Expenses 3,043 15,953 18,996
Total Deductions 12,727 370,184 382,911
Net Increase (Decrease) 65,140 (191,028) (125,888)
Net Assets Held In Trust for Pension Benefits
Beginning 1,117,190 3,605,409 4,722,599
Ending $ 1,182,330 $ 3414,381 $ 4,596,711

The Notes to the Financial Statements are an integral part of these Financid Statements
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Charter Township of Niles

Notes to the Financial Statements

Note 1 — Summary of Significant Accounting Policies

The accounting policies of the Charter Township of Niles, Michigan (the Township), conform to
U.S. generally accepted accounting principles (hereinafter referred to as generally accepted
accounting principles) as applicable to governmental units. The following is a summary of the
more significant accounting policies.

Reporting entity

The Township is governed by an elected board of trustees. In accordance with generally accepted
accounting principles and Governmental Accounting Standards Board (GASB) Statement No.
14, The Financid Reporting Entity, these financiad statements present the Township. The criteria
established by the GASB for determining the reporting entity includes oversight responsibility,
fiscal dependency, and whether the financial statements would be misleading if data ware not
included. Based upon the application of these criteria, there are no other entities for which the
Township exercises oversight responsbility.

Government -wide and fund financial statements

The government-wide financial statements (i.e., the Statement of Net assets and the Statement of
Activities) report information on al of the nonfiduciary activities of the Township. The effect of
interfund activity has been removed from these statements. Governmental activities, normally
supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The Statement of Activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include: (1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment; and (2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general
revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from government-wide financial statements.
Major individual governmental funds and major individual enterprise funds are reported as
separate columns in the fund financia statements.

Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary funds and
fiduciary funds financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property
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Charter Township of Niles

Notes to the Financial Statements

taxes are recognized as revenues in the year for which they are levied. Grants and similar items
are recognized as revenues as soon as al digibility requirements imposed by the provider have
been met.

Governmental funds financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available if they
are collected within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the Township generally considers revenues to be available if they are
expected to be collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrua accounting. However, debt
service expenditures, expenditures relating to compensated absences, and claims and judgments
are recorded only when payment is due.

State grants, licenses and permits, charges for services, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. Only the portion of special assessments receivable due
within the current fiscal period is considered to be susceptible to accrual as revenue of the
current period. All other revenue items are considered to be measurable only when cash is
received by the Township.

The Township reports the following mgjor governmental funds:

The General Fund is the Township's primary operating fund. It accounts for all financial
resources of the Township, except those required to be accounted for in another fund.

The Fire Operating Fund accounts for special assessments levied to support operating
costs of fire protection and response services.

The Fire Equipment Fund accounts for special assessments levied to finance capital
outlays used in operating costs of fire protection and response services.

The Township reports the following major proprietary funds:

The Sewer Fund accounts for the operation of the Township’s sewage system and
treatment plant.

The Water Fund accounts for the operation of the Township’'s water mains and pumping
facilities.

Additionaly, the Township reports the following fund types:

The Internal Service Fund accounts for the accumulation and allocation of self-funded
hedlthcare claims program to various Township departments.
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Charter Township of Niles

Notes to the Financial Statements

The agency funds account for the collection and disbursements of taxes and other monies
due to other units of government and individuals.

The pension trust funds account for assets held to provide retirement benefits to eligible
participants and their beneficiaries.

Private-sector standards of accounting and financia reporting issued prior to December 1, 1989,
are generaly followed in both the government-wide and proprietary funds financia statements to
the extent that those standards do not conflict with the standards of the Governmental
Accounting Standards Board (GASB). Governments also have the option of following
subsequent private-sector guidance for their business-type activities and enterprise funds, subject
to the same limitations. The Township has elected not to follow subsequent private-sector
standards.

Amounts reported as program revenues include: (1) charges to customers or applicants for goods,
services, or privileges provided; (2) operating grants and contributions; and (3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
genera revenues rather than as program revenues. Likewise, genera revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principa operating revenues of the proprietary funds relate to charges to customers for sales and
services. Operating expenses for proprietary funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Township’s policy
to use redtricted resources first, then unrestricted resources as they are needed.

Assets, liabilities, and net assets or equity

Bank deposits - Cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with a maturity of three months or less when acquired.

Investments - Investments are stated at fair market value. Investments are exposed to
various risks, such as significant external events, interest rate, credit, and overall market
volatility risks. Due to the level of risk associated with certain investment securities, it is
reasonably possible that changes in the fair value of investments will occur in the near term
and that such changes could materialy affect the amounts reported in the Statement of Net
Asss.

Receivables and payables - In general, outstanding balances between funds are reported as
“due to/from other funds.” Activity between funds that is representative of lending/borrowing
arrangements outstanding at the end of the fiscal year is referred to as “advances to/from
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Notes to the Financial Statements

other funds,” Any residual balances outstanding between the governmental activities and the
business-type activities are reported in the government-wide financial statements as “internal
balances.” All trade and property tax receivables are considered to be fully collectible.

Capital assets - Capital assets, which include property, plant, equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities column in the government-wide financial
statements. Capital assets, other than infrastructure, are defined by the Township as assets
with an initial individua cost of more than $1,000 and an estimated useful life in excess of
two years. Such assets are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capital assets are recorded at estimated fair market value at the date
of donation.

Capital assets are depreciated using the straight-line method over the following useful lives:

Buildings and improvements 15 - 50 years
Furniture, fixtures, and equipment 5- 15 years
Vehicles 5- 15 years
Infrastructure 20 years
Sewer and water systems 40 - 75 years

Compensated absences (vacation and sick leave) - It is the Township’s policy to permit
employees to accumulate earned but unused sick and vacation pay benefits. However,
accrued vacation must be used within ninety (90) days of year end. Per the union contract,
50% of a maximum number of days of unused firefighter sick leave is vested. Vested
compensated absences are accrued when earned in the government-wide and proprietary
funds financial statements. A liability for these amounts is reported in governmental funds
only for employee terminations as of year end.

Fund equity - In the fund financial statements, fund balance is presented in five possible
categories, each of which identifies the extent to which the Township is bound to honor
constraints on the specific purpose for which amounts can be spent:

Nonspendable —amounts which cannot be spent because they are either not in spendable
form or are legdly or contractually required to be maintained intact.

Restricted — amounts that have constraints placed on their use by an externa party or
constitutional provisions or enabling legislation (grants, contributions, specific fee
mandates).

Committed — amounts that are committed for specific purposes by the Board, as the
Township’ s highest level of decision-making authority, pursuant to constraints imposed
by formal actions taken, such as mgority vote or resolution. These committed amounts
cannot be used for any other purpose unless the Board removes or changes the specific
use through the same type of forma action taken to establish the commitment.
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Notes to the Financial Statements

Assigned — amounts that are constrained by the Township’s intent to be used for specific
purposes, but are neither restricted nor committed.

Unassigned — amounts that are available for any purpose. The General Fund is the only
fund that reports a positive unassigned fund balance amount. Unassigned balances aso
include negative balances in the governmental funds reporting resources restricted for
specific programs.

Designations of fund balance represent tentative management plans that are subject to
change.

Property tax revenue recognition - Property taxes are levied as of December 1 on property
values assessed as of December 31 of the prior year. The billings are due on or before
February 14, at which time the bill becomes delinquent and penalties and interest may be
assessed by the Township. Property tax revenue is recognized in the year for which taxes
have been levied and become available. The Township levy date is December 1, and
accordingly, the tota levy is recognized as revenue in the subsequent year.

Note 2 - Stewardship , Compliance, and Accountability

Budgetary information - Annual budgets are adopted on a basis consistent with generally
accepted accounting principles for all governmental funds. The budget document presents
information by fund, function, activity, and line item. The legal level of budgetary control
adopted by the governing body is the activity level. Amounts encumbered for purchase orders,
contracts, etc., are tracked during the year. Budget appropriations are considered to be spent once
the goods are ddlivered or the services rendered.

Excess of expenditures over appropriations - The following schedule sets forth significant
negative budget variances.

Fund Function Fina Budget Actua Variance
Fire Operating Public Safety $ 834,953 $ 874,452 $ (39,499)

Deficit equity position - As of December 31, 2011, the Township reported a deficit in the Fire
Equipment Fund of $210,441, which arose from the use of a temporary advance from the
General Fund to partialy finance a new fire station. The Township intends for the fund to repay
the advance over the next two years using a special voted tax.
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Charter Township of Niles

Notes to the Financial Statements

Note 3 — Cash and Investments

A reconciliation of cash and investments to the Township’s deposits and investments, as shown
in the government-wide financial statements and in the statement of fiduciary net assets, is as
follows:

Fiduciary Net Assets

Employee
Governmental Business-type Retirement
Acticitvities Activities Plans Agency Funds Totds
Cash $ 2316657 $ 2425088 $ 120,000 $ 998349 $ 5,860,094
Investments 1,245,114 407,826 4,463,829 81,084 6,197,853

$ 3,561,771 $ 2832914 $ 4,583,829 $ 1,079,433 $ 12,057,947

Deposits $ 6,213,909
Cash on Hand 500
Investments 5,843,538
Tota $ 12,057,947
Deposits

Deposits are carried at cost and are maintained at various financial institutions in the name of the
Township. Michigan Compiled Laws, Section 129.91, authorizes the Township to deposit and
invest in the accounts of federally-insured banks, credit unions, and savings and loan
associati ons. The Township’'s deposits are in accordance with statutory authority.

Investments

Custodial credit risk is the risk that, in the event of the failure of a financial institution, the
Township will not be able to recover its deposits. Deposits are exposed to custodial credit risk if
they are not covered by depository insurance or are uncollateralized. The Township's investment
policy does not specifically address custodial credit risk for deposits. At December 31, 2011,
$477,879 of the Township's bank balances of $5,740,094 was exposed to custodial credit risk
because it was uninsured and uncollateralized. Of the total bank balances, $5,740,094 was
maintained with one financia institution.

State statutes authorize the Township to invest in a) obligations of the U.S. Treasury, agencies,
and instrumentalities, b) commercial paper, within three (3) highest rate classfications by at least
two (2) national rating services, maturing not later than 270 days; c) repurchase agreements,
collateralized by U.S. governmental securities; d) bankers acceptances, and €) mutual funds
holding investments alowable by state Statute.
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State statutes authorize defined benefit plan trusts to invest not more than 65% in common stocks
and no more than 5% in real estate holdings. Participant directed defined contribution plans are
not subject to limitations as to the nature and extent of holdings. Investments as of December 31,
2011, consist of the following (reported at fair value):

Police & Fire Pension Trust Fund:
Pooled Equity Funds:

Fidelity Contra Fund #022 $ 628,518
Wasatch First Source Income Equity Fund 403,580
Other Funds 711,294

Total Pooled Equity Funds 1,743,392

Governmental Agencies & Treasuries

U.S. Agencies 522,540
U.S. Treasuries 414,584
Tota Government Agencies & Treasuries 937,124

Coporate Debt Securities 359,364
Common Stocks 29,510
Cash & Cash Equivaents 120,000
Other 65,482
Equities 10,938
Fixed Income Pooled Funds 148,571
Tota Police & Fire Pension Trust Fund 3,414,381

General Government Pension Trust Fund:

Pooled Separate Accounts with Insurance Company 1,182,330
Total Investments of Pension Trust Funds 4,596,711

Michigan Class 1,246,827
Total Investments $ 5,843,538
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Risks related to investments. The Township has not established an investment policy that
addresses interest rate risk, credit risk, concentration of credit risk, or custodial credit risk, as
described bdow.

Interest rate risk. Of the Township’s holdings, the U.S. treasuries, U.S. agencies, municipals,
and corporate debt securities holdings are subject to interest rate risk disclosure. As of
December 31, 2011, $40,438 is due within one year, $891,952 is due within two to ten years, and
$364,098 is due in more than ten years.

Credit risk. The Township’s investment holdings in U.S agencies and corporate debt securities
had the following Standard and Poor’s credit risk ratings:

Fair Vaue Rating

U.S. Agencies $ 937,124 AAA

Corporate Debt Securities $ 46,252 AAA
86,346 AA
163,367 A

63,400 BBB

Total Corporate Debt Securities $ 359,364

Custodial credit risk. Of the Township’'s investment holdings, U.S. treasuries, U.S. agencies,
and corporate debt holdings are subject to custodial credit risk disclosure and are uninsured,

unregistered, and held by the Township’'s brokerage firm. Investments in mutual funds are not
subject to custodid credit risk.

Note 4 - Recaivables

Receivables as of December 31, 2011, for the Townships individual magjor and nonmgjor funds,
in the aggregate, were as follows:

Proprietary Funds

Fire Fire
Generd Operating Equipment Other Funds Sewer Water Tota
Receivables
Taxes $ 433,070 $ 324,011 $ 147,506 $ - $ - $ - $ 904,587
Accounts 188,758 - - 17,934 468,971 174,524 850,187
Intergovernmental 271,374 331,618 103,648 14,939 67,662 7,474 796,715

Total Receivables $ 893202 $ 655629 $ 251154 $ 32873 $ 536633 $ 181,998 $ 2,551,489

All receivables are considered fully collectible.
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Note 5 — Capital Assets

Capital asset activity for the year ended December 31, 2011, was as follows:

December 31, December 31,
Governmental Activities 2010 Additions Reductions 2011
Capita assets not being depreciated:
Land $ 216720 $ 16923  $ $ 233,643
Subtotal - nondepreciable capital assets 216,720 16,923 233,643
Capital assets being depreciated:
Buildings 2,810,274 16,190 2,826,464
Vehicles 988,520 33,014 1,021,534
Equipment 550,284 2,751 553,035
Streets 87,276 28,186 115,462
Tota capitd assets being depreciated 4,436,354 80,140 4,516,494
Less accumulated depreciation:
Buildings 1,120,701 42,885 1,163,586
Vehicles 519,916 67,435 587,351
Equipment 340,548 47,296 387,844
Streets 18,802 4,735 23,537
Tota accumulated depreciation 1,999,967 162,351 2,162,318
Tota capital assets being depreciated - Net 2,436,387 (82,211) 2,354,176
Governmental activities capital assets - Net $ 2653107 $ (65283 $ - $ 2,587,819
December 31, December 31,
Businesstype Activities 2010 Additions Reductions 2011
Capita assets not being depreciated:
Land $ 32,009 $ - 3% $ 32,009
Capital assets being depreciated:
Sewer System 14,176,093 631,858 14,807,951
Water System 4,565,768 8,896 4,574,664
Tota capital assets, being depreciated 18,741,861 640,754 19,382,615
Less accumulated depreciation:
Sawer System 6,484,576 236,385 6,720,961
Water System 1,391,493 95,291 1,486,784
Tota accumulated depreciation 7,876,069 331,676 8,207,745
Total capital assets being depreciated - Net 10,865,792 309,078 11,174,870
Business-type activities capital assets - Net 10,897,801 $ 309078 % $ 11,206,879
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Depreciat ion expense was charged to programs of the Township as follows:

Governmental  Activities;

Genera  Government $ 19,322
Public Safety 125,652
Public Works 6,124
Recreation & Culture 11,001
Community & Economic Development 252

Tota Governmental Activities $ 162,351

Business-Type Activities:
Water $ 95,292
Sewer 236,384
Total BusinessType Activites $ 331,676

Note 6 - Payables

Payables as of December 31, 2011, for the Township’s individual major and nonmgjor funds, in
the aggregate, were as follows:

Proprietary Funds

Fire
Generd Operating Other Funds Sewer Water Totd
Payables
Accounts $ 15680 $ 548 $ 4642 $ 97485 $ 17036 $ 140,323
Interest - - - - 8,989 8,989
Total Payables $ 15680 $ 5480 $ 4642 $ 97485 $ 26025 $ 149312

Note 7 — Deferred Revenues

Governmenta funds report deferred revenues in connection with assets that are not considered to
be available to liquidate liabilities of the current period. Governmental funds also defer revenue
recognition in connection with resources that have been received but not yet earned. At the end
of the current fiscal year, the various components of deferred revenues were as follows:

Unearned
Property Taxes $ 673453
Specia Assessments 953,731
Tota $ 1,627,184
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Note 8 — Interfund Receivables, Payables and Transfers

The composition of interfund balances as of December 31, 2011, was as follows:

| Due To Other Funds |

Hedth Benefit Specidl Fire
Due Program Assessment Equipment Water Totd
From G_eneral Fur_ld $ 14943 $ - $ 524,380 $ - 539,323
Other Fire Operating 13,324 1,533 - - 14,857
Funds Sewer 6,742 - - 442 527 449,269
Water 578 - - - 578
$ 35587 $ 1,533 $ 524,380 $ 442,527 $ 1,004,027

All amounts due from other funds represent advances to other funds to finance operations or
capital outlays. The amounts due from the Health Claims Fund represent the cumulative
overbilling for alocated costs.

The Fire Equipment Fund is repaying an advance from the General Fund (currently $524,380) as
resources become available, with interest at 4.0%.

The Water Fund is repaying an advance from the Sewer Fund (currently $442,527) in annual
installments of $24,846, including interest at 5.0%, through September 2021.

The composition of interfund transfers for the year ended December 31, 2011 is as follows:

| Transfer Out To Other Funds |

Budget Financing Improvement
Transfer Stabilization Fund Revolving Fund Tota
In From
Other Genera Fund $ 131225 $ 132662 $ 78817 $ 342,704
Funds | Special Assessment - 59,529 - 59,529
Tota $ 131225 $ 192191 % 78817 $ 402,233

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect
them to the fund that statute or budget requires to expend them and (2) moves receipts restricted
to debt service from the funds collecting the receipts to the debt service fund as debt service
payments become due, and (3) use unrestricted revenues collected in the general fund to finance
various programs accounted for in other funds in accordance with budgetary authorizations.

Note 9 — Long-term Debt

Governmental long-term debt consists of vested compensated absences.
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Business-type long-term debt consists of $1,295,000, Water Improvement Project Special
Assessment bonds (a limited tax obligation). The bonds were issued pursuant to the provisions of
Public Act 188, as amended, to finance water system improvements, and are to be repaid
primarily from special assessments levied upon benefited properties. The bonds are secured by
the full faith and credit of the Township.

Changes in long-term debt during the current year were as follows:

December 31, December 31, Due Within
2010 Additions Reductions 2011 One Year
Governmental activities
Compensated absences 22,000 412 - 22,412
$ 22,000 $ 412 % - $ 2412 $
Businesstype activities
Bonds $ 1,420,000 $ - $ 125000 $ 1,295,000 125,000

Future bond debt requirements at December 31, 2011, were as follows:

Bond Debt Reguirements

Principa Interest Totd
2012 125,000 51,640 176,640
2013 130,000 46,540 176,540
2014 130,000 41,340 171,340
2015 130,000 35,977 165,977
2016 130,000 30,810 160,810
2017-2021 650,000 68,998 718,998

Totals: $ 1,295,000 $ 275305 $ 1,570,305

Note 10 — Retirement Plans

Police and Fire Pension Plan
Plan description
The Police and Fire Pension Plan (PFPP) is a single-employer defined benefit pension plan
administered by the Township. The PFPP provides retirement, disability, and death benefits
to eligible police and fire department members and their beneficiaries. Cost of living

adjustments are provided to members and beneficiaries at the discretion of the Township.
Separately issued financia statements of this plan are not prepared.
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Notes to the Financial Statements

Funding policy

The contribution requirements of plan members and the Township are established and may
be amended by Township resolution. Plan members are required to contribute 7.0% of their
annual covered salary. For the year ended December 31, 2011, member contributions totaled
$31,834. The Township is required to contribute at an actuarially determined rate (currently
24.73% of annual covered payroll). The Township's annual pension cost for the year ended
December 31, 2011, was $99,758.

Annual pension cost and three-year trend information

The annual required contribution was determined as part of the December 31, 2010, actuarial
valuation using the entry age normal actuarial cost method. The actuaria assumptions
included a) 7.5% investment rate of return and b) projected payroll increases of 5.0%. The
actuarial value of assets is based on current fair value. The unfunded actuarial accrued
liability is being amortized as a level dollar amount over an open period of 15 years.

Three-year Trend Information

Fiscal Annual Per centage Net
Y ear Pension of APC Pension
Ending Cost Contributed Obligation
12/31/2009 105,755 100% -
12/31/2010 96,018 100% -
12/31/2011 99,758 100% -

Funded status and funding progress

The funded status of the plan for the most recent actuarial vauation dateis as follows:

December 31,
2008 2010
Actuarid Vaue of Assets 3,785,657 3,693,890
Actuaria Accrued Liability (AAL) 5,001,460 5,216,935
Unfunded AAL (UAAL) 1,215,803 1,523,045
Funded Ratio 76% 71%
Covered Payrall 421,277 447,916
UAAL as a % of Covered Payroll 289% 340%

The Schedule of Funding Progress, presented as required supplementary information
following the notes to the financial statements, presents multi-year trend information about
whether the actuarial values of plan assets are increasing or decreasing over time relative to
the actuaria liability for benefits.
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Notes to the Financial Statements

Certain other accounting policies and plan asset matters are discussed in greater detail in the
Township’'s actuaria vauation.

Effective with the actuarial valuation as of December 31 2008, the Township adopted the
following changes in actuaria assumptions:

e The vauation date was changed from April 1 to December 31.

e The amortization of the unfunded accrued liability was changed from a level dollar
amortization over an open period of 15 years to a level percent of payroll amortization
over aclosed 30-year period.

e The asset valuation method was changed from market value to a 5-year smoothing of
investment gains and losses.

General Government Pension Plan

The General Government Pension Plan (GGPP) is a single-employer defined contribution
pension plan administered by the Township. The GGPP provides retirement benefits to al full-
time employees other than those covered by the PFPP. Plan provisions and contribution
requirements are established and may be amended by the Township Board. Currently, the
Township contributes 9.0% of covered saary. Plan members are required to contribute 5.0% of
covered salary and may make voluntary contributions subject to IRS limitations. The employer
and employee contributions totaed $49,428 and $33,113, respectively, for the year ended
December 31, 2011.

Note 11 — Risk Management

The Township is exposed to various risks of loss to general liability, property and casualty,
workers' compensation, and employee health and medical claims. The risks of loss arising from
genera liability up to $5,000,000, building contents and workers compensation, and casudty are
managed through purchased commercial insurance. For all such risks of loss, there have been no
significant reductions in insurance coverage from coverage provided in prior years. Also, in the
past three years, settlements did not exceed insurance coverage.

Note 12 — Building Inspection Activities
A summary of building inspection fees and direct costs is as follows:

Revenues $ 72674
Expenses 176,929
Deficiency of revenues over expenses $ (104,255
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Notes to the Financial Statements

Note 13 — Property Taxes

The 2011 taxable valuation of the Township totaled $359,802,346 , on which ad valorem taxes
levied consisted of the following:

Fund Millage Rate Purpose Taxes Raised
Generd 0.8732 Generad Operations $ 314,179
Police 1.0000 Police Safety Operations 359,802

These amounts are recognized in the financial statements as taxes receivable, with an offsetting
credit to deferred revenue. Taxes are considered delinquent on March | of the following year, a
which time penalties and interest are assessed.
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Revenues
Taxes
State Grants
Fines & Forfeitures
Licenses & Permits
Charges for Services
Interest & Rentals
Other
Total Revenues
Other Financing Sources
Transfers from other funds
Total Revenues and Other
Financing Sources

Expenditures
Legidative
Total Legislative

General Government
Supervisor
Elections
Assessor
Clerk
Board of Review
Data Processing
Treasurer
Tax Preparation and Collection
Township Hall and Grounds
Other
Total General Government

Public Safety

Police Protection
Building Inspection
Ordinance Administration
Total Public Safety

Public Works
Highways and Streets
Street Lighting
Drains a Large

Total Public Works

Charter Township of Niles
Statement of Revenues, Expenditures, and Changes in Fund Balance-Budget and Actual

General Fund
For the Year Ended December 31, 2011
Variance
Favorable

Budgeted Amounts (Unfavorable)
Original Final Actual Final to Actual
$ 677,150 $ 677150 $ 696,118 18,968
852,000 852,000 1,027,413 175,413
12,000 12,000 13,247 1,247
122,500 122,500 150,905 28,405
85,558 85,558 51,534 (34,024)
43,400 43,400 39,581 (3,819)
138,147 138,147 6,922 (131,225)
1,930,755 1,930,755 1,985,720 54,965
-- -- 342,704 342,704
1,930,755 1,930,755 2,328,424 397,669
82,837 82,837 81,186 1,651
82,837 82,837 81,186 1,651
30,021 30,021 30,895 (874)
10,405 10,405 5,505 4,900
89,755 89,755 108,123 (18,368)
83,090 83,090 87,444 (4,354)
1,400 1,400 911 489
9,500 9,500 5,803 3,697
82,944 82,944 81,234 1,710
31,950 31,950 22,007 9,943
149,606 149,606 148,662 944
10,000 10,000 6,940 3,060
498,671 498,671 497,524 1,147
908,640 908,640 837,568 71,072
160,176 160,176 177,079 (16,903)
25,350 25,350 18,354 6,996
1,094,166 1,094,166 1,033,001 61,165
110,675 110,675 78,794 31,881
3,000 3,000 2,999 1
3,650 3,650 2,175 1,475
117,325 117,325 83,968 33,357
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For the Year Ended December 31, 2011

Expenditures (Continued)

Recreation and Culture
Total Recreation and Culture

Community / Economic Development
Planning and Zoning
Total Community / Economic Development

Total Expenditures

Other Financing Uses
Total Expenditures and Other
Financing Uses

Excess (Deficiency) of Revenues and
Other Sources Over Expenditures
and Other Uses
Net Change in Fund Balance

Fund Balance at Beginning of Period
Fund Balance at End of Period

Charter Township of Niles
Statement of Revenues, Expenditures, and Changes in Fund Balance-Budget and Actual
General Fund (Continued)

Variance
Favorable
Budgeted Amounts (Unfavorable)

Original Final Actual Final to Actual
84,734 84,734 79,259 5,475
84,734 84,734 79,259 5,475
53,022 53,022 50,341 2,681
53,022 53,022 50,341 2,681
1,930,755 1,930,755 1,825,279 105,476
1,930,755 1,930,755 1,825,279 105,476
-- -- 503,145 503,145
- - 503,145 503,145
2,730,036 2,730,036 2,730,036 --
2,730,036 $ 2,730,036 $ 3,233,181 503,145
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Revenues
Taxes
Interest Income
Total Revenues
Other Financing Sources
Total Revenues and Other
Financing Sources

Expenditures
Capital Outlay
Generd Government
Interest
Total Expenditures
Other Financing Uses
Total Expenditures and Other
Financing Uses
Excess (Deficiency) of Revenues and
Other Sources Over Expenditures
and Other Uses
Net Change in Fund Balance
Fund Balance at Beginning of Period
Fund Balance at End of Period

Charter Township of Niles
Statement of Revenues, Expenditures, and Changes in Fund Balance-Budget and Actual

Fire Equipment
For the Year Ended December 31, 2011

Variance
Favorable
Budgeted Amounts (Unfavorable)
Original Final Actual Final to Actual
$ 252889 $ 252,889 $ 249402 $ (3,487)
- -- 860 860
252,889 252,889 250,262 (2,627)
252,889 252,889 250,262 (2,627)
60,000 60,000 15,403 44,597
600 600 864 (264)
30,930 30,930 30,071 859
91,530 91,530 46,338 45,192
91,530 91,530 46,338 45,192
161,359 161,359 203,924 42,565
161,359 161,359 203,924 42,565
(414,365) (414,365) (414,365) -
$ (253,006) $ (253,006) $ (210441) $ 42,565
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Revenues
Taxes
Charges for Services
Interest Income
Total Revenues
Other Financing Sources
Total Revenues and Other
Financing Sources

Expenditures
Public Safety
Total Expenditures
Other Financing Uses
Total Expenditures and Other
Financing Uses
Excess (Deficiency) of Revenues and
Other Sources Over Expenditures
and Other Uses
Net Change in Fund Balance
Fund Balance at Beginning of Period
Fund Balance at End of Period

Charter Township of Niles
Statement of Revenues, Expenditures, and Changes in Fund Balance-Budget and Actual

Fire Operating
For the Year Ended December 31, 2011
Variance
Favorable
Budgeted Amounts (Unfavorable)
Original Final Actual Final to Actual
$ 808785 $ 808,785 799,668 $ (9,117)
65,000 65,000 57,156 (7,844)
-- -- 10,299 10,299
873,785 873,785 867,123 (6,662)
873,785 873,785 867,123 (6,662)
834,953 834,953 874,452 (39,499)
834,953 834,953 874,452 (39,499)
834,953 834,953 874,452 (39,499)
38,832 38,832 (7,329) (46,161)
38,832 38,832 (7,329) (46,161)
395,046 395,046 395,046 --
$ 433878 % 433,878 387,717 % (46,161)
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Required Supplementary Information

Palice & Fire Penson Plan

Schedule of Funding Progress (Unaudited)

Actuarial

Accrued (Overfunded) UAL asa

Actuarial Liability Unfunded Per centage

Actuarial Value of (AAL) AAL Funded Covered of Covered
Valuation Assts Entry Age (UAAL) Ratio Payrall Payroall
Date @ (b) (b-a) Total (c) ((b-a)/c)
4/1/2007 3,767,251 4,245,129 477,878 89% 419,120 114%
12/31/2008 3,785,657 5,001,460 1,215,803 76% 421,277 289%
12/31/2010 3,693,890 5,216,935 1,523,045 71% 447,916 340%



OTHER SUPPLEMENTARY INFORMATION



ASSETS
Cash and Cash Equivaents
Receivables (Net)
Intergovernmental  Receivables
Total Assets
LIABILITIES
Accounts Payable
Deferred Revenue
Due to Other Funds
Total Liabilities
FUND BALANCE
Assigned
Total Fund Balance

Total Liabilities and Fund Balance

Charter Township of Niles

Combining Balance Sheet

Nonmagjor Governmental Funds

December 31, 2011

Special Revenue Capital Projects
Total Nonmajor
I mprovement Special Budget Capital Governmental
Revolving Fund Assessment Financing Fund Stabilization I mprovement Funds
$ -- 187690 $ - - ¢ 128,659 ¢ 316,349
- 17,934 - - - 17,934
-- 14,939 - - - 14,939
$ -- 220563 $ -- - ¢ 128,659 ¢ 349,222
$ - B4 % - - ¢ - ¢ 364
- 32,873 - - - 32,873
- 1,533 - - - 1,533
-- 34,770 - - - 34,770
- 185,793 - - 128,659 314,452
- 185,793 - - 128,659 314,452
$ -- 220563 $ -~ - & 128,659 ¢ 349,222
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Revenues
Other Revenue
Interest Income

Total Revenues
Expenditures
Generd  Government
Public Works
Capital Outlay

Total Expenditures

Excess of Revenues Over

(Under) Expenditures

Other Financing Sources (Uses)
Transfers from Other Funds
Transfers to Other Funds

Net Other Financing Sources (Uses)

Net Change in Fund Balance
Fund Balance at Beginning of Period
Fund Balance at End of Period

Charter Township of Niles
Combining Statement of Revenues, Expenditures, and Changes in Fund Balance

Nonmagjor Governmental Funds
For the Year Ended December 31, 2011

Special Revenue Capital Projects
Total Nonmajor
I mprovement Special Budget Capital Governmental
Revolving Fund Assessment Financing Fund Stabilization Improvement Funds
$ - $ 32873 % - - ¢ 8 ¢ 32,881
81 427 52 144 504 1,208
81 33,300 52 144 512 34,089
67 - - 136 359 562
- 41,065 - - - 41,065
- -- 34 - 70,812 70,846
67 41,065 34 136 71,171 112,473
14 (7,765) 18 8 (70,659) (78,384)
- 59,529 - - - 59,529
(78,817) -- (192,191) (131,225) - (402,233)
(78,817) 59,529 (192,191) (131,225) - (342,704)
(78,803) 51,764 (192,173) (131,217) (70,659) (421,088)
78,803 134,029 192,173 131,217 199,318 735,540
$ - $ 185793 $ -- - ¢ 128,659 ¢ 314,452
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

May 2, 2012

To the Board of Trustees
Charter Township of Niles
Niles, Michigan

We have audited the financid statements of the governmenta activities, the business-type activities,
each mgjor fund, and the aggregate remaining fund information of the Charter Township of Niles,
Michigan as of and for the year ended December 31, 2011, which collectively comprise the Charter
Township of Niles, Michigan's basic financia statements and have issued our report thereon dated
May 2, 2012. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Charter Township of Niles, Michigan's
internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financia statements, but not for the purpose of expressing
an opinion of the effectiveness of the Charter Township of Niles, Michigan’sinterna control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Charter
Township of Niles, Michigan's interna control over financial reporting.

Our consderation of interna control over financia reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in interna
control over financial reporting that might be deficiencies, significant deficiencies, or material
weeknesses and therefore, there can be no assurance that al deficiencies, significant deficiencies, or
material weaknesses have been identified. However, asdescribed in the accompanying Schedule of
Findings and Responses, we identified certain deficiencies in internd control over financid reporting
that we consider to be materia weaknesses and other deficiencies that we consider to be significant
deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow

management or employees, in the norma course of performing their assigned functions, to prevent,
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
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combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. We consider the deficiencies described in the accompanying Schedule of
Findings and Responses to be a material weakness — 2011-1.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Charter Township of Niles, Michigan's
financia statements are free of materia misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Sandards.

The Charter Township of Niles, Michigan’s response to the findings identified in our audit is
described in the accompanying Schedule of Findings and Responses. We did not audit the Charter
Township of Niles, Michigan's responses and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, the Township Board of
Trustees, and others within the entity and is not intended to be and should not be used by anyone
other than these specified parties.

Best regards,

Haldgp. &m‘xﬁ

Gabridge & Company, PLC



Charter Township of Niles

Schedule of Findings and Responses

Material Weakness

2011-1 — Preparation of Governmental Financial Statements

Criteria

Condition/Finding:

Cause

Effect:

View of Responsible
Officids:

All Michigan governments are required to prepare financia statements in
accordance with generaly accepted accounting principles (GAAP). Thisisa
responsibility of the government’s management. The preparation of financid
statements in accordance with GAAP requires interna controls over both (1)
recording, processing and summarizing accounting data (i.e., maintaining
internal books and records), and (2) reporting government-wide and fund
financid statements, including the related footnotes (i.e., external financial

reporting.)

As is the case with many smaller and medium sized entities, the Township
has historically relied on its independent external auditors to assist in the
preparation of the government-wide financid statements and footnotes as part
of its externa financia reporting process. Accordingly, the Township’s
ability to prepare financia statements in accordance with GAAP is based, at
least in part, on its reliance on its externa auditors, who cannot by definition
be considered a part of the Township’s interna controls. In addition, we
proposed, and management approved, material journal entries to properly
record debt service, accounts receivable, unbilled receivables, prepaid
expenditures, and capital asset (capita outlay) transactions in the proprietary
and governmental funds.

This condition was caused by the Township’s decision that it is more cost
effective to outsource the preparation of its annua financid statements to the
auditors than to incur the time and expense of obtaining the necessary
training and expertise required for the Township to perform this task
internaly .

As aresult of this condition, the Township lacks complete internal controls
over the preparation of financiad statements in accordance with GAAP, and
instead relies, a least in part, on its externa auditors for assistance with this
task. In addition, the Township’s records were initially misstated by an
amount material to the financia statements.

The Township agrees with this finding. It is cost prohibitive to produce
financial statements in accordance with GAAP. However, the Township will
be working with the audit team to understand the conditions that led to the
proposed journal entries and develop a process to move toward the
production of GAAP financial statements by the Township.
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